
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF KENTON COUNTY WATER ) 
DISTRICT NO. 1 (A) FOR AUTHORITY TO 1 
ISSUE PARITY REVENUE BONDS IN THE 1 
APPROXIMATE PRINCIPAL AMOUNT OF ) 
$7,315,000 FOR THE PURPOSE OF ) CASE NO. 94-056 
REFUNDING BOND ANTICIPATION NOTES 1 
AND FOR OTHER NEEDS: AND ( e )  NOTICE ) 
OF AN ADJUSTMENT IN WATER RATES: AN 1 
INCREASE OF APPROXIMATELY 1 
$1,834,000 EFFECTIVE MAY 1, 1994 ) 

O R D E R  

IT IS ORDERED that Kenton County Water District No. 1 ("Kenton 

District") shall file the original and 12 copies of the following 

information with the Commission, with a copy to all parties of 

record, no later than May 23, 1994. Where such information has 

previously been provided in the original application in the format 

requested herein, reference may be made to the specific location of 

this information in responding to this Order. Kenton County shall 

furnish with each response the name of the witness who will be 

available at the public hearing to respond to questions concerning 

each item of information requested. 

1. Provide: 

a. A schedule of the present and proposed rates, 

charges, terms and conditions, and service rates and regulations 

which Kenton District seeks to change, shown in comparative form. 



b. A detailed analysis of customers' bills, adjusted to 

actual usage and in such detail that the revenues from the present 

and proposed rates can be readily determined. 

c. A schedule of test-year revenues for each rate 

schedule per book rates, present rates annualized, and proposed 

rates annualized. 

d. A schedule setting forth the effect upon average 

consumer bills. 

e. A statement setting forth estimates of the effect 

that the new rate or rates will have upon the revenues of the 

utility, the total amount of money resulting from the increase or 

decrease, and the percentage increase or decrease. 

f. A schedule showing by customer class (i.e., 

residential, commercial, industrial, etc.) the amount and percent 

of any proposed increase or decrease in revenue distributed to each 

class. This schedule is to be accompanied by a statement which 

explains in detail the methodology or basis used to allocate the 

requested increase or decrease in revenue to each of the respective 

customer classes. 

g. A schedule showing how the increase or decrease in 

(f) above was further distributed to each rate charge (i.e., 

customer or usage charge per 1000 gallons, etc.). This schedule is 

to be accompanied by a statement which explains, in detail, the 

methodology or basis used to allocate the increase or decrease. 

h. A statement showing by cross-outs and italicized 

inserts all proposed changes in rates, charges, terms and 
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conditions, and service rules and regulations for each rate or 

charge. A copy of current tariff may be used. 

2. a. Provide monthly water sales and production for the 

12 months of the test period, the 12 months preceding the test 

period, and the most recent period subsequent to the test period, 

as shown in Format 1. 

b. Provide the number of customers and revenue from 

water sales by month for the same period as 2(a), as shown in 

Format 2. 

3. Provide a trial balance as of the last day of the test 

year (all income statement accounts should show activity for 12 

months) showing account number, account title, and amount. Show 

the balance in each control and all underlying subaccounts per 

Kenton District's books. 

4 .  Provide the cash account balances at the beginning of the 

test year and at the end of each month during the test year. 

5. Provide the following information for each item of water 

property held for future use at the end of the test year: 

a. Description of property. 

b. Location. 

c. Date purchased. 

d. Cost. 

e. Estimated date to be placed in service. 

f. Brief description of intended use. 

g. Current status of each project. 
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6. Provide the journal entries relating to the purchase of 

water utility plant acquired as an operating unit or system by 

purchase, merger, consolidation, liquidation, or otherwise since 

Kenton District's inception. Also, a schedule showing the 

calculation of the acquisition adjustment at the date of purchase 

of each item of utility plant, the amortization period, and the 

unamortized balance at the end of the test year. 

7. Provide the detailed workpapers showing calculations 

supporting all accounting, pro forma, end-of-period, and proposed 

rate adjustments in the rate application to revenue, expense, 

investment and reserve accounts for the test year and a complete 

detailed narrative explanation of each adjustment including the 

reason why each adjustment is required. Explain in detail all 

components used in each calculation including the methodology 

employed and all assumptions applied in the derivation of each 

adjustment. Index each calculation to the accounting, pro forma, 

end-of-period, and proposed rate adjustment which it supports. 

8 .  Provide a schedule showing a comparison of the balance in 

the revenue accounts for each month of the test year to the same 

month of the preceding year for each revenue account or subaccount 

included in Kenton District's chart of accounts. Include 

appropriate footnotes to show the month each rate increase was 

granted and the month the full increase was recorded in the 

accounts. See Format 3. 

9. a. Provide a schedule showing a comparison of the 

balance of the operating expense accounts for each month of the 
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test year to the same month of the preceding year for each account 

or subaccount included in Kenton District's chart of accounts. See 

Format 3. 

b. Provide a schedule in comparative form showing the 

operating expense account balance for the test year and each of the 

5 years preceding the test year for each account or subaccount 

included in Kenton District's annual report. Show the percentage 

of increase of each year over the prior year. 

c. Provide a schedule of salaries and wages for the 

test year and each of the 5 calendar years preceding the test year 

in the format as shown in Format 4 to this request. Show for each 

time period the amount of overtime pay. 

d. Provide a schedule showing the percentage of 

increase in salaries and wages for both union and non-union 

employees for the test year and the 5 preceding years. 

10. a. Provide a schedule of franchise fees paid to cities, 

towns, or municipalities during the test year including the basis 

of these fees. 

b. Provide an analysis of test-year other operating 

taxes in the format as shown in attached Format 5. 

11. Provide a statement of water plant in service for the 

test year. This data shall be presented as shown in Format 6 

attached. 

12. Provide the following information. If any amounts were 

allocated, show a calculation of the factor used to allocate each 

amount. 
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a. A detailed analysis of all charges booked during the 

test period for advertising expenditures. This analysis shall 

include a complete breakdown of Account 913 -Advertising Expenses, 

as shown in Format 7 attached, and further shall show any other 

advertising expenditures included in any other expense accounts. 

The analysis shall be specific as to the purpose of the expenditure 

and the expected benefit to be derived. 

b. An analysis of Account 930 - Miscellaneous General 
Expenses for the test period. This analysis shall show a complete 

breakdown of this account as shown in attached Format 8 and further 

provide all detailed working papers supporting this analysis. At 

a minimum, the workpapers should show the date, vendor, reference 

(e.g., voucher no., etc.), dollar amount, and brief description of 

each expenditure. Detailed analysis is not required for amounts of 

less than $500 provided the items are grouped by classes as shown 

in Format 8 attached. 

c. An analysis of Account 426 - Other Income Deductions 
for the test period. This analysis shall show a complete breakdown 

of this account as shown in attached Format 9, and further provide 

all detailed working papers supporting this analysis. At a 

minimum, the workpapers shall show the date, vendor, reference 

(e.g., voucher no., etc.), dollar amount, and brief description of 

each expenditure. Detailed analysis is not required for amounts of 

less than $500 provided the items are grouped by classes as shown 

in Format 9 attached. 

-6- 



13. Provide a detailed analysis of expenses incurred during 

the test year for professional services, as shown in Format 10, and 

all working papers supporting the analysis. At a minimum, the 

working papers should show the payee, dollar amount, reference 

(e.g., voucher no., etc.), account charged, hourly rates and time 

charged to the company according to each invoice, and a description 

of the service provided. 

14. Provide a detailed analysis of contributions for 

charitable and political purposes (in cash or services), if any, 

recorded in accounts other than Account 4 2 6 .  This analysis shall 

indicate the amount of the expenditure, the recipient of the 

contribution, and the specific account charge. If amounts are 

allocated, show a calculation of the factor used to allocate each 

amount. 

15. Describe Kenton District's lobbying activities and 

provide a schedule listing lobbyists and including the name of the 

individual, his salary, organizations or trade associations of 

which he is a member, and all company-paid or reimbursed expenses 

or allowances, and the account(s) charged for all lobbying 

activities on the local, state, or national level. If any amounts 

are allocated, show a calculation of the factor used to allocate 

each amount. 

16. Provide the following information with regard to 

uncollectible accounts for the test year and 5 preceding calendar 

years: 
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a. Reserve account balance at the beginning of the 

year. 

b. Charges to reserve account (accounts charged off). 

C. Credits to reserve account. 

d. Current year provision. 

e. Reserve account balance at the end of the year. 

f. Percent of provision to total revenue. 

17. Provide a detailed analysis of the retained earnings 

account for the test period and the 12-month period immediately 

preceding the test period. 

18. a. Provide a listing of non-utility property and 

property taxes and accounts where amounts are recorded. 

b. Provide a schedule for all non-utility property 

giving a description, the date purchased, and the cost. 

19. Provide employee data for all Kenton District employees 

as shown in Format 11 attached. 

2 0 .  Provide all information, as soon as it is known, 

concerning transactions which would have a material effect on net 

operating income which occurred after the test year and were not 

incorporated in the filed testimony, and exhibits. 

21. Provide a detailed monthly income statement for each 

month after the test period, including the month in which the 

hearing ends, as it becomes available. 

2 2 .  List all present or proposed research efforts dealing 

with the pricing of water and the current status of such efforts. 
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23. Provide a schedule reflecting the salaries and other 

compensation of each executive officer for the test year and the 

preceding 2 calendar years. Include the annual percentage increase 

and the effective date of each increase, the job title, duty and 

responsibility of each officer, the number of employees who report 

to each executive officer, and to whom each executive officer 

reports. For employees elected to executive officer status during 

the test year, provide the test-year salary of the person whom he 

or she replaced. 

24. Provide an analysis of Kenton District's expenses for 

research and development activities for the test year and the 5 

preceding calendar years. For the test year include the following 

details: 

a. Basis of fees paid to research organizations. Where 

the contribution is monthly, provide the current rate and the 

effective date. 

b. Details of the research activities conducted by each 

organization. 

c. Details of services and other benefits provided to 

Kenton District by each organization during the test year. 

d. Total expenditures of each organization during the 

test year, including the basic nature of costs incurred by the 

organization. 

e. Details of the expected benefits to Kenton District. 
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2 5 .  Provide the average number of customers for each customer 

class (i.e., residential, commercial, and industrial) for the test 

period and for each month of the test period. 

26.  Provide a schedule of rate case expenses incurred as a 

rpsult of this proceeding. This schedule shall include a breakdown 

of actual or estimated expenses by category (e.g., Accounting, 

Legal, Engineering, etc.), specifying number of hours worked, 

hourly rates, and a description of services provided. 

27. Provide the names and mailing addresses of each of Kenton 

District's commissioners. 

28.  Identify and describe all major system extensions and 

water plant improvements which Kenton District currently plans to 

make between 1994 and 1999. 

29.  Identify and describe in detail any known contingent 

liabilities which may be assessed against Kenton District. 

30. a. Provide a detailed description of Kenton District's 

intended uses of the proceeds of the proposed bond issuance. 

b. (1) I d e n t i f y a l l c o n s t r u c t i o n p r o j e c t s w h i c h  Kenton 

District plans to fund with these proceeds. 

( 2 )  For each project, state: 

(a) when construction is scheduled to 

commence. 

(b) when, if ever, Kenton District expects to 

apply for a Certificate of Public Convenience and Necessity. If 

Kenton District does not expect to apply for a certificate, explain 

why no certificate will be sought. 
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31. Provide the minutes and all official notes of all 

meetings of Kenton District's Board of Commissioners held since 

October 1991. 

32. a. Provide all correspondence, memoranda, and other 

official or internal documents which discuss or refer to Campbell ' 

County Kentucky Water District's ("Campbell District's") water 

supply contracts with Kenton District. 

b. Describe Kenton District's efforts, if any, to 

enforce its purchase water supply contracts with Campbell District. 

c. State Kenton District's present intentions to 

enforce its purchase water supply contracts with Campbell District. 

Provide the year-end adjusting journal entries of Kenton 

District's auditor and all workpapers showing the reconciliation of 

Kenton District's books to its annual report for the calendar year 

ending December 31, 1993. 

33. 

34. Provide a schedule of Kenton District's investments as of 

December 31, 1993 and their current interest rates. 

35. Provide an analysis of test-year interest income. This 

analysis shall indicate the portion of such income available for 

operations. It shall also indicate any portion of such income 

which may not be used to meet operating expenses and describe the 

restrictions on the use of this income. 

36. Provide all workpapers used in the preparation of Kenton 

District's Cost of Service Study. 

Done at Frankfort, Kentucky, this 3rd day of May, 1994. 

ATTEST: PUBLIC SERVICE COMMISSION 

Executive Director 



Format 1 

Llne 
NO. 

1. wator Sales  
(thounand gals.) 

2. Realdentla1 

3. commerclal 

1. Industrial 

5. Plre Servlco 

6. Other 

7.  Total Water Sales 

8. Systen Dollvery 
(thousand gals.) 

9. Water Produced 

IO. Water Purchaied 

11. Total System 
Dellvery 

KEfiTON COURTY WATm DISTRICT 

1 Caae No. 94-056 

AnalysI& of water Salem and Production 

1st 2nd 3rd 4th 5th 6th 7th Bth 9th 10th 11th 12th 
nonth Month Ilontk Month Month Month Month Month M n t h  Month Month Month 



I 

K E "  COUNTY WATER DISTRICT 

Case No. 94-056 

A n a l y s i s  o f  Customers and Revenue f r o m  Water Sn lcs  

Llne 1st 2nd 3rd 4th 5th 6th 7th 8th 9th 10th 11th 12th 
NO.  nonth Month Month Month Wonth Wonth Month Month Wonth nonth Month Month 

1. Number of Customer6 

2 .  Re6ldential 

3. cornnerclal 

4. Industrlal 

5. ?Ire Service 

6. Other 

7. Total Number of CuStol*rs 

E .  Water Revenue 

9. Residential 

10. coslacrcial 

11. Industrlal 

12. Plrt Srrvlce 

13. Other 

14. Total Vator Revenue 



I 

1 I i  I !  

AccOUnt Title and 1 s t  2nd 3rd 4th 5th 6th 7th 8th 9th 10th 11th 12th 
Account Number Month Month nonth Month Month M n t h  Month M n t h  h n t h  Month Nonth Wonth Tot81 

Test Year 
Prior Year 
lncre8.e 

(Decre8#sl ! !  
1 



Format 4 
Page 1 of 2 

LIne 
Iten N O .  - 

( 8 1  

1. Wages charged to expenmo: 

2. source of Supply 
( a  operat lon 
(b) maintenance 

3 .  PumpIng 
( a )  operat Ion 
(bJ maintenance 

4 .  TransaIssIon and DistrIbutIon 
(a) operation 
(b) nalntenance 

5. Customer accounts exponmo 

6. Sale6 expenses 

KEWTON COUNTY WATGR DISTRICT 

Carno NO. 94-056 

ANALYSIS OF SALARIES AND WAGES 

For tho Calondar Yearn 19 Through 19 
And tho Toat Yoar 

7 .  AdmInIstrative and general 
expenses: 
(a) AdmlnImtratIve and 

(b)  Offlce suppliO8 and 

( c )  Admlnlmtrativo oxponmo 

(d) Outmid? ncrv1c.s employed 
( e )  Property Insurance 
I f  1 lniiiries and damaaen 

genoral salarlom 

expense 

transferred-cr. 



Format 
Page I of 2 

Llne 

7 .  ndmlnlstratlve and general 
expenses (contlnued): 

( 9 )  Employees penslons and 

(h) Franchlse requlreaentm 
( 1 )  Regu1atOry commlsslon 

jj] Duplicate ChargO6-cr. 

benefits 

expenses 

( k )  nlmcmllanoous general 

(1) Rents 
(m) nalntenance of gmnerml 

plant 

expense 

8. Tots1 admlnlstratlve and general 
expenme6 L7(a) through L7(a) 

9. Total salarles 4nd wsgem charged 
expense (Lt through L6 + LE) 

10. wages capltalized 

11. Total Salarles and wages 

12. Ratlo of malarles and wages charged 
expense to total wages (L9 I L11) 

13. Ratlo of salariem and wages 
capltallred to total wages (L12 - L13) 

I 

I 

Note: Show percentage incremre of mrch ymmr over the prior year In Column ( e ) ,  (m), ( g ) r  t i l ,  ( t l r  .ad (-1. 



?ormat 5 
KQFFON COUNTY WATER DISTRICT 

Caee No. 94-056 

Analyeie of Other 0p.ratlng Tmxee , 12 Nonthe Ended 
! 

-000 (k1tt.d” 

I 

Charged to Charged to &mount 
P.ld Llne Chmcaed EXDense Conetruction Other Accounte A w u n t  Acciued 1 tem NO. - (a) (d)  ( - 1  (b) 

- 
(a )  

1. Kentucky Rata111 

( a )  state Income 

( b )  Croas Recmlpta’ 

(c) Ad Valorem (Property) 

( d )  Payroll (bployer’m Portion) 

(e) Other Taxes 

2. Total Kentucky Retail 
ILl(a) through Ll(d)l 

3. Other Jurledlctiona 

Total Per Books (LZ t 13) 

Instruct ionmr, 

‘Actual payment. Cor teet year ehould be ehovn under the amount pald column. 

1. Explain 1tema in colum (c). 



I 

Account 
Number Tltle oL Account 

Intanqlble Plant 
la) 

301. organlzatlon 
302. FranChISeO and Conmentm 
303. HImccllaneoue Intanglble Plant 

Source. of Supplv Plant 

310. 
311. 
312. 
313. 
314. 
315. 
316. 
317. 

Land and Land Rlghtm 
structure8 and Improvomenta 
Collectlng and Impounding Remervolrm 
Lake, Rlver and Other Intake. 
Wells and Sprlngc 
Inflltratlon Callerlea and Tunnels 
supply Halns' 
Other Hater Source Plant 

Pumplns Plant 

320. Land and Land RIghtm 
321. Structurem and Improveunta 
322. Boller Plant Zqulpunt 
323. Other Power Production EquIpwnt 

KENTON COWTY WATER DISTRICT 

Came No. 94-056 

STAT- OF WATER PLANT IN SWVICC 

12 Months Ended 

Format 6 
Sheet 1 of 2 

I .  

Ben Inn I na Sndlng 



Format 6 
8heet 2 of 2 

324. Stcam Pumplng G g u l p m t  
325.  ElectrlC Pumplng 6qulpent 
326. D1er.l Punplng Ggulpment 
327.  Hydraullc Pumplng 
328. Other Pumplng Ggulpnrnt 

W3t.r Treatment Plant 

330. Lmnd and Land Rlghta 
331. Structures and Inproveaenta 
332. water Treatment Cqulpment 

340. 
361.  
342. 
3 4 3 .  
3 4 4 .  
345.  
346.  
341. 

Tranamlmmlon and Dlatrlbutlon P l4u 

Land and Land Rlghta 
structurer and Improvemntm 
Dlmtrlbutlon Remervolrm and Btmdp1p.a 
Tranmmlmsion and Dlmtrlbutlon U l n a  
~ l r e  n?lnr 
Servlcel 
netern 
Metcr Installatlonm 

348.  Hydrantl 
349.  Other Tranamlmmlon and Dlmtributlon Plant 

389. 
390. 
391. 
392.  
393. 
394. 
3 9 5 .  
396. 
3 9 7 .  
398.  
399. 

G2neral Plant 

Land and Land Rlghta 
structures and Inprovemrntm 
offlce ?urhlture and QuIpsent 
Tranrportatlon Cqulpnent 
storem Cpulpment 
Toolm, Bhop and Garage Equipment 
Laboratory Equlpnent 
power Operated Cqulpnent 
Commun I ca t lon Equ 1 pnrn t 
nlmcellaneoua Equlnent 
Other Tanglble Property 



Format 7 ., 

Line 
No - 
1. 

2 .  

3 .  

4 .  

B .  

6 .  

7 .  

8. 

KENTON COUNTY WATER DISTRICT 

Cairn NO. 94-056 

ACCOUNT 013 - ADVERTISINO EXPENSE 
Fer thr 11 Nonthi Endad 

S a l r i  or 
Promotional xnmtitutional 

w-?i.P= 
NlWDpapar 

Magaminam and Othrr 

T~lrvirion 

Radio 

DiCaOt M i l  

Balas Aidr 

Tot.1 

Amount Aarignad to 
Kyo Ratall 

Conoarvation Rata 
01 Othar Total 

( d )  S i r 7 v - T  Advwtiainq 



Format 0 

Linr 
No. - 
1. 

a .  
3 .  

4 .  

5 .  

6.  

7 .  

8 .  

9. 

10 0 

11. 

KENTON COUNTY WATER DISTRICT 

C.8. NO. 94-056 

ACCOUNT 930 - NISCELLANEOUS QENERAL EXPENSES 
For th. 1 2  Nonthr Endrd 

{ 000' 3) 

Induitry Al8OOhtiOn Due8 

8tookhoLd.r and Dabt Servicing Expan8am 

Inmtitutional Advrrtiring 

Conmarvation Advartiring 

Rata Dapartment L04d StUdi88 
Watar, and Other Torting and Ra8a4roh 
Diraotorr' Pea8 and Exprnrrr 
DU.8 and BUb80riptfOn8 

Ni8OalhnaOU8 

Tot41 

Amount Arrignid to Ky. Ratail 



Format 9 

Line 
NO. - 
1. 

2. 

3 .  

4 .  

5 .  

6 .  

KENMN COUNTY WATER DISTRICT 

C.8. NO. 94-056 

ACCOUNT 426 - NISCtLLANEOUS INCONE DEDUCTIONS 
For the 12 Nontha Ended 

( 0 0 0 ' a )  

Donation. 

Civic Activitiam 

Pblitical Activitiea 

Other 

Total 

Amount Am8ipnad to Ky. Ratail 

. 



Line 
No.- Itmm 
1. L89.1 

2. EnQh8~Cing 

3 .  Accounting 

4. Othmr 

5. Total 

Format 10 

KENTON COUNTY WATER DISTRICT 

Cam. No. 94-056 

Protmamional Smrvice EXpWIIB8m 

For the Tumlvo Nonthm Ended 

Total Rata Cam. Annual Audit Oth.r - 



?ormat 11 
Sheet 1 of 2 

KENTON COUNTY WATER DISTRICT 

Came No. 94-056 

SCHEDULE OF NUMBER OF CnPMTCEB, EOURS PER ~ L O Y G G ,  W AVWACE WAGES PW mu) Y E  

Cumtoner 
TrmmnImmIon ACOOUnt. 

and DlmtrIbutLg n .nd8rl.. 
Calendar Year8 Source of 

P r i o r  to BUDDlV Water Troatment 
T08t Year NO. Hr8. Wage8 no, Er8. Wa9.m no. tiem. umgem No. Err. Wagem 

I A )  (81 (C) (D) (E) 10) (E) (1) ( J )  (R) (L) ( W  

5th Year 

t Change 1 

4th Year 

8 Change 

3rd Year 

a Change 

2nd Year 

8 Change 

1 a t  Year 

change 

Te8t Year 

8 Change 



Format 1 1  
Shaet 2 of 2 

Calendar YearE 
Prior t o  

Admlnlatratlvr 
and General 
No. Hru. Wages 
I N )  ( 0 )  I (PI 

Conitructlon Total 
No. Eta. Wagea M. Bra. WIQO. 

5th Yeat 

\ Change 

6th Year 

8 Change 

3 r d  Year 

\ Change . 
2nd Year 

8 Change 

1st Year 

t change 

Test Year 

8 Change 

NOTE: ( I )  Where an employee'n wages are charged to more than one function lncludo e~ployee in function 
receiving large6t portion of total wages. 

" \  Change." 

December 3 1 .  of each year and the laat day 0: tho toct yocr. 

( 2 )  Show percent lncreaee (decrease) of each year over the prior year on lines daslqnated above 

( 3 )  Employees, weekly hourr per employee, and weekly wages p . r  amployam Lor the weak including 


